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SUMMARY 


Mauritania, a thinly populated country on the north Atlantic 
coast of Africa, occupies a vast area which spans the transition 
from sub Saharan Black Africa to Arab Worth Africa. A land his- 
torically dominated by nomadic herders,Mauritania was one of 
Africa'sleast developed countries at the time of independence in 
1960. The economy that has been forged since then has been charac- 
terized by a rigid dichotomy between the "traditional" nomadic and 
farming sector, and the modern Government and industrial sector. 
1977 statistics put per capita GDP at $350. However, in the tradi- 
tional sector, in which most of the work force finds itself, the 
figure is only $150. Since independence, the modern sector ($1300 
per capita annual income) has been supported almost entirely by 
rich iron ore mines. Only recently has attention been turned to the 
proper management of the country's rich fishing waters. 


POLITICAL DEVELOPMENTS 


The predominant political issue in Mauritania has remained 
unchanged since 1975: How can the country disentangle itself from 
a debilitating war in the Western Sahara in which it has allied 
itself with Morocco against an Algerian backed guerrilla movement, 
the Popular Front for the Liberation of Saqiet el-Hamra and Rio 
de Oro (Polisario). The war and its economic consequences were the 
causes of the bloodless military coup d'etat which overthrew the 
civilian government of President Mokhtar Ould Daddah in July 1978. 
Three years of war had reportedly cost the country hundreds of 
millions of dollars in equipment purchases and military operating 
expenditures which it could illafford. At the same time, effec- 
tive harassement by Polisario guerrillas of the vulnerable rail link 
between the iron ore mines and the port of Nouadhibou had deprived 
the government of its single most important source of foreign 
exchange. 


Thus, it was not surprising that one of the first acts of the 
bader of the military takeover, Colonel Moustapha Ould Mohamed 
Saleck, was to announce the government's intention to reach a 
negotiated settlement with the Polisario. The Polisario in turn 
responded in kind by announcing a ceasefire, thereby giving 
Mauritania a badly needed respite. 


The 10 months that have followed the truce declaration have 
been marked by an uneasy calm, The military regime continues to 





talk to all parties in the war, yet the much desired peaceful solu- 
tion remains illusive. Mauritania has been unable to come up with 
a formula that would satisfy friend and foe alike, and allow her 

to withdraw gracefully from the battlefield. The country's severe 
economic difficulties continue to be a focus of domestic political 
criticism. 


On April 6, 1979, the ruling Military Committee was restructured , 
and the powers of Chief of State and Head of the Government were 
separated. 


PART A — CURRENT ECONOMIC SITUATION AND TRENDS: 


The economic difficulties inherited by the Military Government 
were present long before the Sahara war, and the conflict merely 


accelerated a trend begun years earlier. One major problem was the 
severe drought which has plagued the rural sector during much of the 
past decade. The resulting cereals shortages have forced the country 
to import a substantial percentage of its basic food requirements. 

To compound the problem, foreign investment funds which could have 
been used during those years to ameliorate drought conditions were 
instead channeled into ambitious schemes aimed at widening Maurita- 
nia's industrial base. 


To date none of the projects has produced any return on its 
initial investment. Some, such as the East-West highway were intend- 
ed to be of only long range benefit, while others, notably the copper 
mine at Akjoujt and the $80 million oil refinery at Nouadhibou, 
proved to be expensive white elephants. The net result, however, 
was that in the last five years of the civilian government, the 
investment rate hovered between 22% and 32% of GDP, (approximately 
$110 million per annum), while economic growth was only 1.5% to 
2% -- not even matching the annual rate of population increase. 


With the advent of the war, government expenditures on foreign 
supplies mushroomed. Although some of these expenses were under- 
written by Arab brethren, the country's own share of the costs was 
substantial. With iron ore receipts forced down both by Polisario 





raids and a soft world market for ore, the government was in a poor 
position to pay for its military appetite, and the budget deficit and 
foreign trade imbalance quickly worsened. The trade deficit mean- 
while was fueled by an expansionary credit policy which permitted a 
sharp rise in imports even as export earnings were slipping. 


Faced with a rapidly deteriorating economic situation, the new 
Military Regime had no choice but to reinforce and continue the 
austerity program adopted during the last days of the Ould Daddah 
government. In an effort to reduce the massive trade deficit, which 
jumped from $41 million in 1975 to an estimated $176 million in 1978, 
the Central Bank adopted a stringent credit policy. Annual growth in 
credit to the economy was reduced from a rate of 25% in the last 
quarter of 1977 to only 7% one year later. The government also im- 
posed new limitations on import permits. 


The government's policies and the cessation in Sahara hostili- 


ties produced some economic successes. Imports in 1978 were reduced 
by an estimated 20% from their 1977 level, and the balance of pay- 
ments recovered remarkably in the latter half of the year to finish 
1978 in surplus, thanks largely to the arrival of $65 million in 
budgetary aid. Also, with liquidity in the economy low, the rate of 
inflation (measured for a European household) was held under 10%, 

and although precise statistics are wnavailable, it appears that 
government spending in the first part of 1979 has been held at roughly 
the same level as last year. Finally, the Sahara truce has enabled 
iron ore export earnings to return to normal levels. 


These successes however, cannot disguise the overall grimness 
of the Mauritanian economic situation and the very difficult problems 
the government faces. The commercial trade deficit is still at a 
level which would be considered catastrophic by any conventional 
measure, and net foreign assets have continued their decline, reaching" 
a record low of minus $70 million. Furthermore, although 1979 govern- 
ment expenditures have been held at roughly the same level as last 
year, the continuation of the Sahara conflict limits the amount 
military spending can be reduced and therefore makes the belt 
tightening operation less than comprehensive. There is also real 
question that the government can control its own expenditures. In 
the past, it has not exercised such control over the activities of 
individuals with the result that expenditures inevitably outstripped 
the government's expectations and means. 





A negative result of the austerity program has been the injury 
it has done to the productive sector of the Mauritanian economy. 
The new regime has made much of its wish to encourage private enter- 
prise, but a fact of Mauritanian economic life is that the private 
sector has in the past lived in considerable measure on lucrative 
government contracts. The cutback has brought hard times to these 
concerns, and labor leaders report that over half the workers in the 
construction industry are unemployed. Without government money, it 
is hard to see how this industry can regain even the modest level 
of prosperity it enjoyed before the Sahara War. 


For the immediate future, Mauritania's ability to maintain its 
present precarious economic balance depends on the government's 
ability to attract budgetary aid from other countries and to put its 
financial house in order at home. 


The Mining Sector 


One on the bright spots in the economic situation has been the 
rapid recovery of iron ore operations which followed the end of Sahara 
hostilities in July 1978. Polisario harassment had been extremely 
effective in disrupting ore shipments from the mines to the port at 
Nouadhibou. As a result, exports totaled little more than three 
million tons during the first half of 1978 while, at the same time, 
stocks slipped to levels barely sufficient to cover one week's 
exports. The recovery was not rapid enough to salvage 1978 figures. 
Total production of 6.5 million tons was the lowest in the mines' 
history and well below the break even point of 8 million tons. 
However, 1979 exports have thus far exceeded official expectations, 
humming along at a 9.5 million ton annual rate. 


Negotiations are also continuing on financing for a $440 million 
dollar development of new iron ore sites at Guelbs, not far from the 
present Zouerate mines. The government is in the critical stage of 
discussions with a consortium of international donors (led by the 
World Bank, Saudi Arabia and Kuwait) on a $376 million loan package. In 
order to raise money for its own share of the Guelbs financing, the 
government announced its intention to sell to foreign investors 402% 
of the stock in the state company, Societe Nationale Industrielle 
et Miniere (SNIM), which runs the iron ore industry. To date, it 
has succeeded in selling $120 million. Buyers include Morocco, 
Kuwait, the Islamic Development Bank, the Arab Mining Company, Iraq 
and Libya. 





In an effort to place SNIM on a sounder commercial footing, 
the government has also relieved the company of operating responsi- 
bility for two white elephant projects; the $80 million oil refinery 
in Nouadhibou which has been completed for sometime but which has yet 
to receive its first drop of oil, and the Akjoujt copper mines which 
operated at a loss for several years before finally shutting down 
in 1978. 


A small Gypsum mining operation continues to prosper. Produc- 
tion, almost all of which is exported to Senegal, reached about 15,000 
tons in 1978. 


Fishing 


A success story for the Military Government has been the ex- 
pansion of income from fishing. The waters off the Mauritanian coast 
are some of the richest fishing grounds in the world. Mauritania had 
for years taken little advantage of the fishing sector, preferring 
instead to sign licensing agreements in return for small royalties. 
In 1977 of legislation enacting a 200 mile exclusive economic zone 
was passed, but the national fishing industry remained a very limited 
operation. 


In recent months, the government has been successful in renego- 
tiating many of its twenty odd licensing agreements. The new accords 
increase licensing fees and are expected to provide the government 
with some $50 million in income during 1979. In addition, the 
agreements provide for the establishment of joint fishing ventures 
with several of the major fishing companies.By this means the 
Mauritanians hope to acquire the expertise necessary to take a far 
larger share of the $1 billion industry. 


Mauritania faces at least two problems in its effort to control 
and derive maximum profit from its fisheries. In the first place, 
foreign fishing concerns prefer to fish in Mauritania waters and sell 
their catch elsewhere than to enter joint ventures which involve 
landing fish and processing them in Mauritania. The joint ventures 
are at the heart of the government's plan to develop a national 
fishing industry which, with its ancillary processing plants, ship- 
ping and repair facilities would be a spur to development. Progress 





in developing such ventures has probably been slower than the 
government would have liked. 


A second problem is over-fishing and the government's inability 
to cope with it. The government would like greatly to reduce the 
number of vessels operating in Mauritanian waters and also to elimi- 
nate poaching and violations of net mesh regulations. Without a much 
more sophisticated patrolling operation than now exists, or than is 
likely to exist soon, these goals will prove illusive. 


The Agricultural Sector 


Despite the retrenchment in overall investment spending, the 
government has procured counterpart funding for several large agri- 
cultural projects. The most important of these is the construction 
of two major dams on the Senegal River under the Mauritanian- 
Senegalese-Malian development agency, Organisation pour la Mise en 
Valeur du Fleuve Senegal (OMVS). Funding has already been arranged 
for the first dam which is to be built at a cost of $186,000,000. 


When completed, the two dams should bring an estimated 215,000 
hectares under irrigation in Mauritania. Mauritania is also going 
ahead with a major rice project on the Senegal River near Kaedi. 
Sponsored by the European Economic Community's development fund, 
the project should eventually produce all of Mauritania's rice re- 
quirements. 


Even with these projects, Mauritania remains far down the road 
from agricultural self-sufficiency. The combination of the Sahelian 
drought and years of official neglect of agricultural development 
has turned the rural economy upside down. Nomads and sedentary 
farmers alike have been plagued by the effects of increasing deser- 
tification. Although rainfall returned to near normal levels in 
1978 (85% of normal nation wide), restoration of pre-drought pro- 
duction will take years. Nomads now make up only 36% of the popu- 
lation, down from 65% in 1964, and herds of cattle, sheep, and camels 
have been cut in half. Many former nomads, along with sedentary 
farmers,have been squeezed, not only by the drought but also by 
government policies aimed at keeping urban food prices low, and have 
migrated en masse to the cities. The result has been a 10% annual 
population growth in the urban centers during much of the 1970's. 


Recovery will require years, for Mauritania has become a country 
of chronic food deficits. In fact, despite an expected doubling of 





cereal production in 1979 to 50-60 thousand tons, the government 
estimates it will cover no more than 1/3 of the country's needs. 
The shortfall, an estimated 110,000 tons, will be made up by pri- 
vate purchases and donor contributions. 


Government Economic Policy 


In the last 6 months before his overthrow, former President 
Ould Daddah proposed more and more of giving a private enterprise 
orientation to the economy. This policy has been accelerated by the 
Military Regime. Key developments of that policy include a new 
investment code which gives benefits to investors in the productive 
sector, a reduction of taxes for private business, and selling up to 
49 percent of the iron ore operation to foreign investors, 


This policy fits the philosophy of the new Regime, and has a 
good pragmatic basis as well. The economy is going to require 
large scale investments in the next decade,and Mauritania's re- 
sources are limited. Whatever additional funding it can attract 
from the foreign private sector will therefore be of major importance. 


Government planners have already earmarked the international donor aid 
that Mauritania can receive. The plan for national recovery, a document 
that was put together in the summer of 1978, calls for additional invest- 
ments in 1979 and 1980 in three high cost projects: Guelbs iron mines, 
the Nouakchott port (built with Chinese aid) and the Kiffa-Nema road 
in the southeastern part of the country. These projects will absorb 
most of the available foreign credit. The little investment funding that 
is left will go to the priority sectors of fishing and agriculture. 
Important social investments such as the expansion of low cost urban 
housing will most likely be pushed aside, 


For the short term, this policy runs the risk of suffocating 
Mauritania's small and very fragile productive sector. This sector 
has historically depended almost exclusively on government contracts. 
Thus, the reduction of government spending, when combined with a con- 
tinued tight credit policy on the part of the Central Bank, will, 
as noted above, be a severe test of the productive sector's ability 
to survive. 


The medium and long term forecasts are somewhat more optimistic. 
According to the national recovery plan, heavy current investments 
(estimated at 28% of GDP this year) will pave the way for growth rates 





of 2.5% to 3% during the next decade. 


PART B - IMPLICATIONS FOR AMERICAN BUSINESS 


As a former French colony, Mauritania has traditionally looked 
to France for technical assistance and manufactured goods. France 
remains Mauritania's largest trading partner as well. Nevertheless 
several factors make it substantially easier for the American exporter 
to break into the Mauritanian market than into other countries of 
former French West Africa. First Mauritania was one of the last 
areas to be colonized, and French influence here was never extensive. 
Also, the iron ore operation has been buying large quantities of 
American equipment for over a decade. As a result, many Mauritaians 
are already well acquainted with American products. Thirdly, since 
Mauritania is not a member of the French backed West African monetary 
union, French goods do not have the overwhelming advantage here that 
they do in the rest of West Africa. Indeed, imports here are rarely 
held up buya lack of American currency. because Mauritani's iron ore 
sales are generally made in dollars. 


In addition to mining, the sectors holding the best potential 
for American sales in the next few years are fishing and agriculture. 
As Mauritanian joint fishing ventures get underway, there will un- 
doubtebly be a need for all types of modern fishing equipment. 

There is also a small prosperous industry which freezes and exports 
fish. As firms with Mauritanian intrests begin to take an increasing 
proportion of the fish catch, this industry will also be expanding. 
Agriculturally, renewed emphasis on rural development may lead to a 
demand during the next decade for modern farming equipment and 
techniques. The Mauritanian market for consumables will probably 
remain small, however, restrained both by the small size of the 
population and by strong restrictions on imports. 


Investment incentives have improved markedly under the military 
government. Eager to attract funds that it can no longer procure for 
itself, the government has substantially liberalized the investment 
code. The new code provides for tax exonerations for periods of up 
to 12 years on exports, raw material imports, and reinvested profits, 
The sector with the best potential for investment is the fish and 
fish processing industry. 


Any firm wishing to do business in Mauritania must be able to 
conduct its affairs in French. Professional level English language 





interpreter services do not exist in Nouakchott, and only rarely 
can interpreting be arranged on an informal basis. Strict currency 
controls apply to foreign travelers, and credit cards and personal 
checks are not accepted by most commercial establishments. 


Any firm that desires to export to Mauritania should contact 
the Mauritanian Embassy in Washington, or La Chambre De’ Commerce, 
Nouakchott, for more information on tariff rates which are applicable 
to specific products. 
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MAURITANIAN ECONOMIC INDICATORS 
(Values in millions of US dollers unless noted) 
Production, Investment, Employment 1974 1975 1976 1977 1978 
GDP, Current Prices 338.29 377.40 444.00 456.52 
Traditional sector 117.43 138.08 149.65 132.18 
Industrial sector 104.43. 96.73 112.73 91.00 
Other (services, etc) 116.43 142.60 181.63 232.54 


GDP, Constant 1973 Prices 287.55 276.00 295.65 288.37 
Traditional sector 97.03 102.57 100.88 92.48 
Industrial sector 89.21 62.44 68.57 59.04 
Other (services, etc.) 101.30 110.98 126.20 136.85 


Total Capital Expenditure L7;68 °° - 63.79;  G2533° * 36.82 


Electrical Energy (millions Kw hours) 
Production 925 79.5 15174 154.6 
Consumption 87.7 77.4 136.4 139.0 


Petroleum Products (000's metric tons) 
Consumption 164.5. 177.9 


Money and Prices (end of year) 

Money Supply (M1) 80.88 89.1 
Quasi-Money (time and savings deposits) 24.84 20.87 
Domestic Credit 133.85 197.39 
Foreign Assets (Net) 19.78 23.26 
Central Bank 29.45 11. % 
Commercial Bank 9.67 11.30 


Consumer Price Index (European) 
Jan 1975 - 100; annual averages 121.1 133.6 346.2 


Balance of Payments 

Exports (f.0.b.) 181.7 166.7 133.0 
Imports (f.0.b.) 272.6 283.2 309.4 
Trade balance -9.9 -122.6 -176.1 


Services (net) -115.0 -86.9 -96.4 
Private unrequited transfers (net) -31.1 27.4 -26.2 
Current account balance -236.9 -236.8 -298.7 
Official unrequited transfers (net) 150.7 115.4 230233 
Nonmonetary capital 95.5 58.3 

Commercial banks Sul 20.2 165.4 


Overall Balance 18.4 -42.8 -30.9 
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